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FINANCIAL HIGHLIGHTS 


1966 
$7,011,818 
374,560 
131,415 
53,000 
Net Earnings 190,145 


Preferred Dividends 37,050 
Net Earnings Available for Common Shares 153,095 
Per Common Share 43 


Earnings Per Common Share Exclusive of 
Profit on Sale of Fixed Assets 41 


Cash Flow Per Common Share (after 
preferred dividends) 


1965 
$5,981,820 
438,169 
77,198 
124,300 
236,671 
27,788 
208,883 
58 


34 


REPORT OF THE PRESIDENT 


Your Company has now completed its second year 
as a public company. While in many respects it 
was a difficult year, much has been accomplished. 


FINANCIAL 


You will note from the Financial Statements that 
sales for 1966 reached an all time high of 
$7,000,000. 


Your directors have adopted a more conservative 
method of reporting income and last year’s figures 
have been adjusted to reflect these changes in 
accounting procedure. On the adjusted basis 
earnings per common share (exclusive of profit 
on the sale of fixed assets) increased from 34¢ 
last year to 41¢ for the year under review. 


The improvement in earnings is encouraging in 
view of the many increased costs absorbed by 
your Company during the year. 


Funds for investment in Ladysmith Forest Prod- 
ucts (to which reference is made later in this 
report) were acquired through the sale of an 
additional 40,000 shares 612% convertible pre- 
ferred which also carried share purchase war- 
rants. Negotiations are being carried on at this 
time for a long term loan which will be used for 
general corporate purposes. 


BUILDING SUPPLIES 


Although sales improved throughout the division 
the increase was not up to expectations due to 
lack of mortgage funds and the lengthy carpen- 


ters’ strike which affected the entire construction 
industry. Because of the tight money situation we 
imposed severe credit restrictions, which although 
affecting sales, resulted in minimum credit losses. 


Plans to construct our largest building supply 
outlet in Surrey have been postponed for the 
present but will be reviewed again when credit 
restrictions ease. 


LOGGING AND MANUFACTURING 


Logging of your Company’s timber was carried on 
for part of the year but was discontinued in the 
fall when log prices declined substantially. Your 
management considered it prudent at that time to 
conserve the Company’s timber and to purchase 
logs on the open market. Inventories were in- 
creased to take advantage of depressed lumber 
prices. 


LADYSMITH FOREST PRODUCTS 


Doman Industries owns 70% of the issued capital 
of the above Company which is a joint venture 
with T. W. MacKenzie Logging and Pacific Log- 
ging, a subsidiary of Canadian Pacific Railway. It 
is expected that the new mill, costing just under 
$1,000,000, will go into operation at Ladysmith 
early in the spring. 

The mill, located on tidewater property leased 
from Pacific Logging, is designed primarily to cut 
small logs. This modern plant will benefit from 
the lower prices of peewee logs while operating 
with a labour force approximately 40% less than 
conventional sawmills. Featuring a quadruple 


bandsaw headrig, the plant is expected to cut 
two hundred thousand feet of lumber per day, on 
a two-shift basis, or fifty million board feet per 
year. As a producer of rough cut lumber, the new 
mill will cater principally to foreign and world- 
wide markets, leaving Nanoose Forest Products’ 
mills free to supply local yard requirements. 


TRANSPORTATION 


In the transportation field, rising labour costs 
posed difficult problems throughout the year. 
Despite a natural reluctance to increase tariffs 
Doman’s Transport and Doman-Marpole Transport 
found it necessary to make modest adjustments 
to rates as the year progressed. Volume in the 
transportation subsidiaries showed a steady in- 
crease and contributed significantly to the rise in 
sales. 


OUTLOOK 


It is expected that 1967 will be a year of con- 
solidation and your directors have no plans for 


further expansion. If the present trend to easier 
credit continues we expect a very satisfactory 
year. Your directors have periodically considered 
the initiation of dividends on the common shares 
but did not feel it prudent at this time due to the 
demands on your Company’s financial resources. 
However, this matter will be considered again 
later in the year. 


The year under review was in many respects a 
difficult year, requiring outstanding effort from 
our employees, to all of whom we wish to extend 
our sincere thanks and appreciation. We further 
wish to thank our customers, suppliers and share- 
holders, and look forward to their continued sup- 
port during 1967. 


Respectfully submitted, 


Duncan, B.C. 


February 1, 1967. President. 


DOMAN INDUSTRIES LIMITED AND ITS SUBSIDIARY | 


CONSOLIDATED BALANCE : 


(With Comparative Fig 


ASSETS 
1966 1965 
CURRENT ASSETS 
Gash orn Wari Ses a ee eo ee $ 2,065 $ 57,794 
Marketable securities: (atimarket) 225i re 20,000 60,000 
Accounts receivable, less allowance for doubtful accounts of 
$93,565 (196572971 496) ee ee ee 1,081,209 989,193 
Due from affiliated:companics...- .- ee ee eee 117,016 43,770 
Inventories — at: lowerof, cost or mane tases eee ee 1,176,563 813,702 
PrepaidsexpenseS == essen eee eee es a sr teal pe eke ARS) ALAN) 21,075 
Principalsportiomon mortgage rece (Val c meseaee sean aaa enna nenseennn mnnoeE 15,000 — 
$2,440,963 $1,985,534 
SPECIALS REEWNDABLE. TAX cue ae eG ee Ee ee Oe ee $ 8,195 
MORTGAGE RECEIVABLE — due $15,000 January 1, 1967 and 
$15,000 January 1, 1968 plus interest-at\6%¢ ee eee $ 30,000 
Eess:) Principal portionrdueswithinrone hy celeste nee nnee ene 15,000 
$ 15,000 
INVESTMENT AND ADVANCES IN LADYSMITH FOREST PRODUCTS LIMITED (Note 6) 
LS) na. Ata anne AO ea Oe SF NE Antica! GUA Jeet Ra $ 70 
AdvanCe$.20.02 2, ee ae ere ee ee ee 105,000 
$ 105,070 
TIMBER HOLDINGS AND LOGGING ROADS ~— at cost less amounts written off__..________ $ 200,585 $ 260,718 
PROPERTY, PLANT AND EQUIPMENT — at cost (Note 1) 
| 1,0 SMe nile ae Mere es eds Se ate Sra We ot eA $ 139,445 $ 127,895 
Buildings 22.5 ee ee eee nica eee SARE 397,375 310,696 
quran rte ee 1,467,969 1,245,231 
$2,004,789 $1,683,822 
Less: Accumtlated de preci atic rie seme eases rene eyecare 520,078 361,557 
$1,484,711 $1,322,265 
OTHER ASSETS 
Deposits, cash surrender value of life insurance and sundry investments____________ $ 34,798 $ 42624 
Freight licences (Note: ‘])- <2 Se ee eee ae ee ee 15,000 FoR 
Financing costs... eee Se 68,795 
$ 49,798 $ 111,419 
EXCESS OF PURCHASE PRICE OF SHARES IN SUBSIDIARY COMPANIES OVER THE 
NET BOOK VALUE AT TIME OF ACQUISITION (Note 1)... $ 188,346 $ 188,346 
$4,492,668 $3,868,282 


The accompanying notes are an 


NIES (Incorporated Under the Laws of British Columbia) 


AS AT OCTOBER 31, 1966 


At October 31, 1965) 


LIABILITIES 
CURRENT LIABILITIES moc i265 
Bagh) eOVOL UAC cece etme reer rene sige ve Dee WS sO ke ee $ 109,852 $ — 
BS AAr LI PENS SO CUI Ch eg Se doer ee Gt ene whee eae ee Os a 720,000 330,000 
Accounts payableand’accriied ‘charges... = 844,720 729.154 
incomeranc.othemtaxes payable = eon. ee ee PR 139,795 58.973 
Principal portion of long term debt, due within one year... Ife) illsy/ 336,104 
$2,093,524 $1,424,231 
FONGSTERMEDEBIE(NOte 5) eeeeee—eeere aera ee Se ee ee eee $ 733,283 $ 972,437 
Less: Principal portion due within one year shown as a current liability... PAS) ay) 336.104 
$ 454,126 $ 636,333 
DEFERREDRINCOMES TAXES (Note 3) mete = Sea Oe eee ee $ 235,700 $ 182,700 
SHAREHOLDERS’ EQUITY 
Share Capital (Note 2) 
Authorized: 
117,000 64%2% cumulative redeemable, preferred 
shares of $10.00 par value each 
1,000,000 common shares without nominal or par value 
Issued and fully paid: 
7 OOO; Drererred Sigal eS. see he ee $ 570,000 $ 570,000 
857,000 common Shares2. = ee ee 286,250 286,250 
$ 856,250 $ 856,250 
Retained ecarningsie == 853,068 768,768 
$1,709,318 $1,625,018 
Signed on behalf of the Board: 
H. S. DOMAN, Director 
J. C. DAVIE, Director $4,492,668 $3,868,282 


part of the financial statements. 


DOMAN INDUSTRIES LIMITED 
and its subsidiary companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED OCTOBER 31, 1966 


(With Comparative Figures For The Year Ended October 31, 1965) 


BALANCE, beginining:of ‘Vectra sees. ee ee ee ee ee eee 
Addex: Protitstor. tine: at zc eS 0 Sa ee ee ee ee 


LessseDividendstomipreferne cis iia he Seem ese meee see eu etree ener renee eee 
Mransterrec: tod erenre calc tn eiatica XC S meena ene ec 
Fitna Cline COSES: Wil Cte ra Of fees ee a mew ee rn a 


EYNUANNIGHS, Giavel (lp SEE IP Se a ee ee en ee Oe 


1966 


$768,768 


190,145 


$ 958,913 


$ 37,050 


68,795 


$ 105,845 


$ 853,068 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED OCTOBER 31, 1966 


(With Comparative Figures For The Year Ended October 31, 1965) 


|DY=Ye] ¢-te4 f= [Al 6) ¢ Naame nee ema Meme Fe ee a eR ae Sea Le ae a Pk 
Depletionsamd: armionttze tlc risers ane eee eet emre ares ene 
Ute re St eee e eee ee ne ee ee ee 


Add:=Profition’saleofsfixed assets ses eee 
PROFIT. BEFORE: INGOME sTiAXE S cite irae re eee ee 


INCOME: TAXES —- cuir te rt ee ee re = 
= deferred: Mitsras See oe on eo ee ee eee ee 


NETANCOME: FOR; THE: VEAR 25 oe ee eee 


1966 


$7,011,818 


747,639 


172,499 
115,453 
917593 


379,245 


368,394 


6,166 


374,560 


131,415 
53,000 


184,415 


190,145 


1965 
(Note 8) 


$ 618,285 
236,671 


$ 854,956 


$ 27,788 
58,400 


$ 86,188 


$ 768,768 


1965 
(Note 8) 


$5,981,820 


$ 545,420 


$ 104,000 
38,475 
51,532 


$ 194,007 


$ 351,413 
86,756 


$ 438,169 


$ 77,198 
124,300 


$ 201,498 


$ 236,671 


DOMAN INDUSTRIES LIMITED 
and its subsidiary companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED OCTOBER 31, 1966 
(With Comparative Figures For The Year Ended October 31, 1965) 


1966 1965 
FUNDS PROVIDED FROM: 

SMEtAL Oh See DF ONE s Ol thlec Veal ore mee le amen. ar, SR el ee $ 190,145 $ 236,671 

Add: Charges to operations not representing a current outlay of funds — 
IDE DECC IA CIO summer tre ee ete We ee coe Wate Neel NS a) ACen ry see ee 172,199 104,000 
Deple Hot jamerere ere et et 2 Oe eee SL eee ees ee, 115,453 38,475 
DeterreduinCOmestaXxe Sees rece 58k re cee ees Oe ea 53,000 124,300 
$9 530;797 $ 503,446 
BRL ON ESI LAT mes fete me ae re — 855,000 
Passncinancing cost applicable. thereon=ts anes ee ee ee ee = (68,795) 
SHI Gyr Qeivoymeime evel Wtaclovele Into Cline 50,154 216,405 
Less: Profit thereon included in profit for the year. (6,166) (86,756) 
increase imiong term debt222 ee ee — 423,484 
$ 574,785 $1,842,784 


FUNDS APPLIED TO: 


PAVIM@NT OF PreterreGcGiV ICON Snes ener ee ee $ 37,050 $ 27,788 
REduUCtIONOnOn eaten ide b tsetse te 2 ere nee oe ee ee ee eee 182,207 — 
Firchaseot equipment and timber holdingS2e. = 2) a ee ee 433,953 1,283,458 


Excess of purchase price of shares in subsidiary companies 
over their net book value at time of acquisition. _— 188,346 


Investment in shares and advances of Ladysmith 


Forest Produces Citmite dss se Sa ne ee 105,070 — 
Hivestmentunimorteape TecelVable.. =: 2 See 15,000 _ 
Specie ELMG UIP GEL TE ENG 29 Le 8,195 = 
increasesin_Geposits and sundry Investments... 7,174 27,074 

$ 788,649 $1,526,666 
Increase) (Decrease) in. Working Capital. 2am es ($ 213,864) $ 316,118 
Working capital, beginning of year___._____--------------------------------------------------------------------- 561,303 245,185 
Working capital, end of year-_...__—----_——-—----------=------——----- anne $ 347,439 $ 561,303 


DOMAN INDUSTRIES LIMITED 
and its subsidiary companies 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED OCTOBER 31, 1966 


Note 1— Principles of Consolidation 

The consolidation includes the accounts of the company’s subsidiaries, Doman’s Transport Limited, Doman’s 
Freightways Ltd., Doman Distributors Ltd., Doman-Marpole Transport Limited, Armour & Saunders Limited and Nanoose 
Forest Products Limited. The accounts of Ladysmith Forest Products Limited, a 70% owned subsidiary, have not been 
consolidated. This company was incorporated June 3, 1966 and is constructing a sawmill which is not expected to 
commence operations until March 31, 1967. 

The excess of the purchase price of the shares of Doman-Marpole Transport Limited and Armour & Saunders 
Limited over the book value of the net assets acquired amounted to $188,346. This is shown as a separate item on 
the balance sheet. In 1965 this amount was allocated to the cost of fixed assets and freight licences. 


Note 2 — Share Capital 

By special resolution dated September 6, 1966, the authorized share capital of the company was increased to 
117,000 64%2% cumulative redeemable preferred shares Series A of $10.00 par value and 1,000,000 common shares 
without nominal or par value. 

Of the unissued common shares, 76,000 are reserved for the conversion of the 57,000 Series A preferred shares. 
As at October 31, 1966 no preferred shares had been converted. 


Note 3— Income Taxes 

The company has followed the practice of claiming capital cost allowances for income tax purposes in excess of 
depreciation recorded in the accounts. This has in the past resulted in a lower provision for income taxes, as current 
operations were not charged with income taxes which may become payable in the future if available capital cost allow- 
ances are less than the recorded depreciation. This year the company changed its policy and has recorded, as deferred 
income taxes, the amount by which income taxes have been reduced by such accounting treatment. The amount applic- 
able to prior years has been charged to retained earnings. 


Note 4 — Directors’ Fees 
The salaries and directors’ fees of the executive officers and directors amounted to $74,615. 


Note 5 — Long Term Debt 


Details of the long term debt are as follows: Principal 
Portion Balance 

Due Within October 31, 

One Year 1966 
Royal Bank of Canada — payable monthly with interest at 6% per annum____..__-= $ 96,000 $ 138,000 
Industrial Development Bank — payable monthly with interest at 7% per annum_____________ 49,980 58,310 
Equipment contracts payable monthly at various rates of interest. =. 94,151 360,942 
Mortgages and agreements payable monthly at various rates of interest... ==. 39,026 100,305 
Shareholderssand othemloanS:——o7o1-—— GUE OCLO beta OG aaa eee — 75,726 
SS TAS) Sy7/ $ 733,283 


Note 6 — Commitments 

In accordance with terms of a contract dated June 30, 1966 between Ladysmith Forest Products Limited (a 70% 
owned subsidiary) and Doman Industries Limited and other parties, the company is committed to purchase 7% secured 
notes of Ladysmith Forest Products Limited in the amount of $455,000. As at October 31, 1966 $105,000 has been 
advanced but secured notes have not, at this date, been issued. 

The sawmill being constructed by Ladysmith Forest Products Limited is estimated to cost $1,000,000 and it is an- 
ticipated that it will be financed by the sale of the aforementioned secured notes together with the proceeds from com- 
mercial finance contracts or additional advances by the shareholders. 


Note 7 — Subsequent Events 

On January 3, 1967 the company issued an additional 40,000 6%2% cumulative redeemable convertible preferred 
shares Series A. This issue has netted the company approximately $355,000 after payment of commissions and expenses 
related to the issue. 


Note 8 — Restatement of 1965 Financial Statements 
The comparative figures for 1965 have been restated to reflect the changes in the accounting treatment of income 
taxes as outlined in Note 3. 


AUDITOR’S 
REPORT 


To the Shareholders of 
DOMAN INDUSTRIES LIMITED: 


We have examined the consolidated balance sheet 
of Doman Industries Limited and its subsidiary 
companies as at October 31, 1966 and the con- 
solidated statements of income, retained earn- 
ings, and source and application of funds for the 
year ended on that date and have obtained all the 
information and explanations we have required. 
Our examination included a general review of the 
accounting procedures and such tests of account- 
ing records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, and according to the best of our 
information and the explanations given to us 
and as shown by the books of the companies, 
the accompanying consolidated balance sheet, 
the consolidated statements of income, retained 
earnings and source and application of funds, 
when read in conjunction with the notes appended 
thereto, are properly drawn up so as to present 
fairly the financial position of the company and 
its subsidiaries and the consolidated results of 
their operations for the year ended on that date, 
in accordance with generally accepted account- 
ing principles applied on a basis consistent with 
that of the preceding year, except for the changes 
with respect to income taxes applicable to future 
years (notes 3 and 8), with which we concur. 


ROBERTS, DENSON, HILL & CO., 
Chartered Accountants. 


Victoria, B.C. 
January 26, 1967. 
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